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On October 17 the International Bank for Reconstruc- 
tion and Development granted a loan of $2.3 million to 
Finland and one of $2.7 million to Yugoslavia for the 
development of timber resources in the two countries. 
The loans will be used to finance the purchase of timber- 
producing equipment. 

Both loans are for two years and carry interest rates 
of 2 per cent, plus the usual commission of 1 per cent 
which, in accordance with the Bank’s Articles of Agree- 
ment, is allocated to its special reserve fund. The Bank 
will also make its usual commitment charge of 114 per 
cent per annum, which will apply only to the undisbursed 
part of the loans. Amortization payments begin on June 
30, 1950, and are calculated to retire the loans by their 
maturity (September 30, 1951). 

These loans are two of a series considered in connec- 
tion with the so-called Timber Equipment Project de- 
veloped by the Food and Agriculture Organization of the 
United Nations, the Timber Committee of the United 
Nations Economic Commission for Europe, and the Inter- 
national Bank. The objective of the project is to alleviate 
the current and prospective shortage of timber in Europe 
by expanding production in certain timber-exporting 
countries (Austria, Czechoslovakia, Finland, Poland, and 
Yugoslavia). Negotiations with Czechoslovakia for a 
loan are under way. Austria has indicated a desire to 
participate in the project, but has not yet started negotia- 
tions with the Bank. Poland has advised the Bank that it 
can satisfy its timber equipment needs without Bank 
financing and therefore will not apply for a loan. 

The Timber Equipment Project had its origin in the 
findings by the FAO and the Timber Committee of the 
ECE that the production and export of timber by the 
timber-exporting countries could be substantially in- 
creased if lumbering and sawmill equipment could be ob- 
tained from Europe and the United States. Discussions 
which were then held among those agencies, the Inter- 
national Bank, and representatives of the important tim- 
ber-importing and timber-exporting countries of Europe 
resulted in the formulation of a plan, with the following 
salient features: 


EUROPE 


Free Sterling Rates 


Free sterling rates, which were at or above parity 
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International Bank Timber Loans 


October 20, 1949 


The Bank would make loans to the timber-exporting 
countries of amounts necessary to finance the dollar pur- 
chases of equipment; approximately the same amount of 
other timber-producing equipment would be obtained 
from European suppliers without financial assistance 
from the Bank; the timber-exporting countries would 
agree to export, at reasonable market prices, specified 
quantities of timber; and finally, the principal timber- 
importing countries of Europe would enter into Timber 
Payments Agreements with the borrowers. Under these 
Agreements, the importing countries would pay dollars to 
the Bank for timber imports that would be sufficient to 
ensure repayment of the Bank’s loans. 

In its Loan Agreement with the Bank, Yugoslavia un- 
dertakes to enter into such Timber Payments Agreements 
with the United Kingdom, the Netherlands, France, and 
Italy. The Bank has not required Finland to enter into 
such Agreements because of the existence of clauses in 
certain outstanding issues of Finnish bonds (so-called 
negative pledge clauses) with which such a requirement 
might conflict. Representatives of Finland, however, have 
informed the Bank that Finland, although not required 
to do so, intends to enter into Timber Payments Agree- 
ments with Belgium, Denmark, and the United Kingdom. 

Best available estimates indicate that the machinery to 
be obtained by Finland and Yugoslavia, as a result of 
these loans and from European suppliers, will enable 
the two countries to increase their annual production 
and exports of timber by amounts having a value several 
times as large as the loans. These increased levels 
should be maintained long after the loans are repaid. 
The timber-importing countries of Europe will likewise 
derive substantial benefit, both from the availability of 
increased supplies of timber needed for the reconstruction 
and development of their productive facilities, and also 
from their reduced dependence upon imports of timber 
from North America, which must be paid for in dollars. 
Source: International Bank for Reconstruction and De- 

velopment, Press Release, Washington, D. C., 
October 17, 1949. 






immediately following the devaluation of sterling, have 
been settling down in the past two weeks at a modest 
discount. The pound note in Switzerland, which soon 
after devaluation stood at a 3 per cent premium, is 
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currently quoted at a 5 per cent discount. The discount 
on transferable account sterling has fallen to about 5 to 
7 per cent. The Economist thinks that, at such a discount, 
it is unlikely that foreign traders can make a profit out 
of purchasing sterling area commodities against sterling 
and then re-exporting these commodities for dollars, 
since this type of transaction generally requires trans- 
shipment via a third port, at increased cost. Additionally, 
commissions payable to dealers in transferable account 
sterling may be high. 

The discount on sterling securities quoted in New 
York remains substantial—as much as 36 per cent 
on government securities and 29 per cent on industrial 
shares. It is recognized that this discount has always 
been of psychological rather than practical significance, 
and that some relaxation of the existing switching regu- 
lations for nonresidents in sterling securities would go 
some way toward eliminating it. On the other hand, 
the yield on British government securities in the New 
York market is now only about 6 per cent (instead of 
the former 9 per cent), and it may be that this is 
considered by the U.S. investor to be no more than ade- 
quate on a foreign government security denominated in 
foreign currency. 

The premium on dollar stocks in London, which was 
37 per cent before devaluation, is now about 15 per 
cent. Evidently the attraction is that, even with the 
premium, first-class U.S. industrials can be bought to 
yield close to 5 per cent, and this without the curb of 
dividend limitation. 

Source: The Economist, London, England, October 15, 
1949. 


Anglo-Danish Trade 

With the expiration on September 30 of last year’s 
agreement, Anglo-Danish trade negotiations began in 
Copenhagen on October 12. For the United Kingdom, 
these talks are the first of the kind to ‘také place since 
devaluation. The necessity for discussing a revision of 
prices, both of bacon (see this News Survey, Vol. I, p. 
99) and of other foodstuffs, is emphasized in Denmark 
since the devaluation of the krone has raised the local 
currency cost of imported feedstuffs, which are an 
essential raw material for the Danish bacon and dairy 
industries. 

The new agreement will certainly be influenced by the 
gradual recovery of Danish food production to its prewar 
level, and the consequent return of Anglo-Danish trade 
to something like its prewar pattern. Trade between 
the two countries immediately after the war resulted in 
the United Kingdom’s possessing a krone balance of 
as much as £35 million at the end of 1947. (Of the 
total, however, £20 million still remains “frozen.”) 
Imports from Denmark increased greatly in 1948, and 
by the close of the year the balance was already much 
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reduced. Imports have continued to increase in 1949 and, 
although British exports to Denmark during the first 
seven months of the year were double those in the 
same period in 1948, visible trade between the two 
countries by the end of July showed a balance of over 
£13 million in favor of Denmark. 

Source: The Times, London, England, October 12, 1949. 


Price Developments in France 


Price changes in France since the devaluation have 
been less favorable than was officially expected. The 
adjustment of prices of raw materials from sterling 
sources has resulted in a general rise in the prices of 
nearly all raw materials, though the devaluation of 
sterling was larger than that of the French franc... For 
example, copper has risen from 120,000 francs per ton 
to 143,500. German coal, which represents about 50 per 
cent of French imports of coal and about 10 per cent 
of the coal supply in France, will also contribute to the 
price rise. The price of German coal has been reduced 
from $16 per ton to $12.80 (see page 129), i.e., in the 
same ratio as the devaluation of the Deutsche mark 
vis-a-vis the dollar (20 per cent); but since the French 
franc was devalued vis-a-vis the dollar by 23 per cent, 
the price of German coal has risen from 4,352 francs 
per ton to 4,480 francs. 

So far, it appears that some sectors of French trade, 
such as wines and beverages, will benefit from the de- 
valuation; for example, an important cut in wholesale 
prices for French cognac in the United States has just 
been announced. For other sectors, however—such as 
leather products—the recent price rises in France may 
neutralize much of the export stimulating effect of the 
devaluation. 

Sources: Le Monde, October 10, 1949, and Agence 
Economique et Financiére, October 10, 1949, 
Reta, Ms. sels iiss Rs2s; ZR! 


Stock Prices in France 


The general index for share prices in France declined 
in September, first because of rumors of devaluation and 
then because of the devaluation itself. The decline 
amounted to slightly less than 10 per cent. Foreign 
securities and government bonds, however, did not follow 
the drop in the stock price index. 

Source: Le Monde, Paris, France, October 11, 1949. 


Denmark’s 1950-51 Budget 


Closed accounts on the Danish budget for 1948-49 
showed a surplus of 50 million kroner. When a number 
of items which should properly be included in the budget 
are taken into account, the surplus amounted to 320 
million (before devaluation, 1 krone = $0.208; now, 


$0.145). 
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The budget for the fiscal year 1950-51, which begins 
April 1, 1950, estimates receipts at 2,066 million kroner, 
compared with 2,073 million in fiscal 1949-50, and 
expenditures at 2,057 million kroner compared with 2,066 
million this year; thus a surplus of 9 million kroner is 
anticipated for the next fiscal year. 

The Minister of Finance has estimated that expendi- 
tures incidental to the devaluation will be about 70 mil- 
lion kroner. Denmark’s foreign debt in dollars and 
Swiss francs amounts to about 850 million kroner, and 
will rise by about 375 million through the devaluation. 
Interest and amortization payments will increase con- 
siderably in Danish kroner. Foreign service expendi- 
tures and payments to the United Nations and other 
international organizations will also increase. 

When submitting ‘the budget’ to ' Parliament, the 
Minister stated that the tendency toward increased 
unemployment would be checked by the devaluation. He 
also stated that the devaluation would stimulate invest- 
ment. This would, however, make it more difficult to 
avoid price increases and would necessitate measures 
against such increases. The Government will try to 
maintain a budget surplus as a means of stabilizing 
prices. The surplus would be easier to achieve if the 
200 million kroner now used for subsidies could be 
saved, but the subsidies will have to be continued. 
Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 

way, October 10, 1949. 


Danish Wholesale Prices 


The Danish wholesale price index rose by 2 points, to 
257 (1935=100) in September. The price index for 
imported commodities rose from 285 to 290, while the 
indices for domestic commodities and exports remained 
unchanged at 237 and 308, respectively. The increase 
in import prices was due largely to a rise in prices of 
feedstuffs, resulting from the devaluation,--and of iron 
and raw metals. 


Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, October 14, 1949. 


Norway’s Present Position 


Governor Jahn of the Bank of Norway, speaking 
recently at a meeting of the Norwegian Shipowners 
Federation, said that Norway’s payments problem is not 
only a dollar problem, but a problem involving a number 
of currencies. The reasons for this, according to the 
Governor, are that the Norwegian export industry has 
not developed as had been expected and that invest- 
ments in domestic industry are disproportionately high. 
There has been a sellers’ market in Norway—a market 
which has been protected by import controls. This has 
led to undesirable diversions of labor. 
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It has been said that devaluation would increase ex- 
ports to the dollar area, Governor Jahn went on, but one 
cannot acquire new and larger markets overnight and, 
in any case, the labor force is already fully employed. 
Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 

way, October 1, 1949. 


Norwegian Coal Production 


Despite the almost total destruction during the war of 
Norway’s coal mines in Spitzbergen, output this year is 
estimated at about 400,000 tons, compared with 300,000 
tons in 1938. Plans call for an increase in next year’s 
output to 650,000. A further increase will depend on 
finding new uses for the coal, possibly the production of 
synthetic gasoline, or‘on finding foreign markets. Accord- 
ing to Norwegian mine experts, at least one million tons 
of coal could be produced annually without difficulty. 
Source: Royal Norwegian Information Service, News of 

Norway, Washington, D. C., October 15, 1949. 


ECA Aid for Portugal 


The Council of OEEC has approved the allotment of 
$33 million of ECA aid for Portugal in the fiscal year 
1949-50, and has tentatively fixed the amount of drawing 
rights at $27.2 million. The amount of American aid 
which Portugal will eventually receive is subject to con- 
firmation by Congress. The proposed allotment will serve 
as a pattern for the allocation of aid during the first half 
of the 1949-50 fiscal year, and may be adjusted from 
time to time in the light of actual developments. 
Sources: Economic Cooperation Administration, Press 

Release, Washington, D. C., September 2, 1949; 
Agence Economique et 
France, September 2, 1949. 


Financiere, Paris, 


Portuguese Fund for Export Development 


A decree published in the Portuguese State Journal of 
September 4 creates a Fund for Development of Exports. 
This Fund is designed to help, through subsidies or loans, 
national agencies located abroad to gather information 
and to carry on research, market analyses, and publicity 
for Portuguese products. Its finances will consist of taxes 
levied on imports, taxes on coordinating and corporate 
agencies under the Ministry of Economy, income from 
its own capital, and other receipts still unspecified. The 
list of taxable imports and their duties will be specified 
by a decree of the Ministers of Finance and Economy, 
while taxes on coordinating and corporate agencies will 
be determined by order of the Minister of Finance. 

The Ministers of Finance and Economy will approve 
jointly the Fund’s budget. The Minister of Economy will 
approve the financing plans and will grant subsidies and 
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loans within the limits of such plans. The Fund will be 
governed by an Administrative Council consisting of the 
President and permanent members of the Commission of 
Foreign Trade. The Council’s functions will be to draw 
up the budgets, prepare financing plans, supervise the 
granting of subsidies and loans, and present for the 
approval of the Ministers of Finance and Economy 
before March 31 of each year the audits of the preceding 
fiscal year. 

Effective at once, proceeds from an ad valorem duty 
on imported passenger cars will accrue to the Fund. This 
duty increases progressively from 15 per cent on cars 
up to 30,000 escudos to 50 per cent on cars above 120,000 
escudos. The duty is payable by the importer and shifted 
to the purchaser as a sales tax. 

Source: Jornal do Comercio, Lisbon, Portugal, Septem- 


ber 5, 1949. 


Italy Reduces Bread Prices 
In spite of the recent 9.3 per cent devaluation of the 
lira against the dollar, the Italian Government has an- 
nounced a 10 per cent reduction in bread prices. Before 
the reduction, bread was sold to consumers at prices 
ranging from 100 to 110 lire a kilogram (about US$0.16), 
according to quality and internal transportation charges. 
Both domestic and imported bread grains are collected 
by a governmental agency (Federation of Agrarian Con- 
sortia), which in turn sells them to millers at a fixed 
price. Millers then resell the flour with a controlled 
mark-up. The price paid by millers was fixed in June 
1948 at around 6,500 lire per quintal (about $3.05 per 
bushel) and was based on the cost of domestic, as well 
as imported, wheat. The substantial decline in world 
wheat prices (from $2.40 per bushel in June 1948 to 
$2.03 in July 1949, f.o.b., U.S.) has made it possible for 
the Italian Government to reduce the price at which 
Sales are made te the;millers.: 0s) 05 swe reer 
Imported bread grains represent about 50 per cent of 
all bread grains sold in Italy, so that a decline of 20 per 
cent in the price of these grains is equal to a decline of 
about 10 per cent in the over-all domestic price of grain. 
The effect of the decline in the price of imported grains 
should, however, be offset by the lira devaluation. While 
the budget contains no provision for wheat subsidies, the 
reduction of the price to millers seems to have been made 
possible by three factors: (a) the profit made during 
several months by the Administration in selling wheat at 
a price not reflecting the downward movement in world 
markets; (b) the fact that most of the current crop of 
domestic bread grains, which are priced much higher 
than foreign bread grains, has already been purchased, 
and from now until the next crop the price paid by millers 
will reflect primarily the cheaper imported bread grains; 
(c) an expected further drop in world wheat prices. The 
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timing of the decision, announced after the recent de- 
valuation although it had been under consideration for 
months, seems to indicate that the Government intends 
to use this measure to prevent further rises in the Italian 
price level and in the lira-dollar exchange rate. 


Source: Agence Economique et Financiére, Paris, France, 
September 28, 1949. 


Greek Merchant Fleet 


The total tonnage of the Merchant Fleet under the 
Greek flag amounted to 1,311,000 tons on June 30, 1949; 
it had been 1,304,000 on December 31, 1948 and 1,837,- 
000 on September 1, 1939. It consisted of 246 cargo 
ships, 18 floating docks, 37 transatlantic passenger ships, 
and 13 ships of.miscellaneous type. Mainly because of 
the postwar acquisition of Liberty type ships, the average 
age of cargo ships has fallen, and the number of such 
ships of high tonnage has increased substantially. On 
June 30 cargo ships less than 11 years old accounted for 
some 47 per cent of the total, contrasted with only 6.8 
per cent in 1939; and those with a tonnage of between 
7,000 and 8,000 tons each represented about 42 per cent 
of the total, against less than 2 per cent in 1939. 

Source: Ministry of Coordination, Battle for Survival, 
Athens, Greece, August 27, 1949. 


East-West German Trade Agreement 


The Economic Administration of the Western German 
Government announced on October 9 the conclusion of 
a trade agreement between Eastern and Western Germany 
(see this News Survey, Vol. II, p. 112). The agreement 
is for nine months and provides for an exchange of goods 
valued at DM 600 million (US$142.8 million). Deliveries 
from the Western Zones and the Western sectors of Berlin 
will include iron and steel products, machinery and ve- 
hicles, chemicals, mineral oils, textiles, rubber products, 
and some agricultural cottimodities. The ‘Soviet: Zone 
will supply mainly agricultural and forest products, 
cellulose and paper products, chemicals and mineral oils, 
glass and ceramics, precision and optical instruments, 
specialized machinery, and textiles. 

No rate of exchange between the Eastern and Western 
marks has been fixed. Two clearing accounts are to be 
set up, one in the Bank Deutscher Lander (for Western 
Germany) and the other in the Deutsche Notenbank (for 
the Soviet Zone). Importers will pay their own currency 
into these accounts and exporters will be paid in their 
own currency from the accounts. If the two accounts do 
not balance, both parties will support an overdraft up 
to a certain limit (what that limit shall be has not been 
reported). Conforming to a request by the Western aw- 
thorities, the Soviet Zone has agreed to place (if possible) 
one third of the orders in Western Berlin. 
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The agreement states that prices shall be arranged 
between the individual firms (exporters and importers), 
adding, however, that both parties are entitled to refuse 
to deliver or receive goods, if the prices agreed upon “are 
considered to run counter to the interests of their eco- 
nomic area.” 

Sources: New York Herald Tribune, Paris, France, Oc- 
tober 11, 1949; Records and Statistics, Supple- 
ment to The Economist, London, England, 
October 15, 1949. 


German Coal Prices 


On October 7 the Government of Western Germany 
announced the reduction of German coal export prices 
from an average of $15-16 per ton to $12.80. The Minister 
of Economics stated that the decision was made to avoid 
an increase of domestic coal prices following the recent 
devaluation of the Deutsche mark. 

The downward adjustment of dollar export prices 
of German coal is designed to meet the objections raised 
by the Allied High Commission against a further increase 
(in terms of DM) of the price differential between Ger- 
man internal and external coal prices (see this News 
Survey, Vol. II, p. 120). If dollar prices had been main- 
tained at their former level, it would have been necessary 
to raise German domestic coal prices by approximately 
25 per cent or more in order to comply with the request 
of the Allied High Commission. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 
tober 9, 1949. 


MIDDLE EAST 


Oil Developments in Middle East 


The Annual Report of the Anglo-Egyptian Oilfields 
Ltd. reveals that production totaled 11.4 million barrels 
it ‘1948; Which’ was 2:1 million barrels higher than in 
1947. The increase was mainly in Sinai, where daily 
production is now averaging about 21,000 barrels. More- 
over, a new well was recently struck, with capacity esti- 
mated at about 4,250 barrels per day. To cope with the 
increased production, the Suez refining plant is being 
enlarged at a cost of ££600,000 (approximately $1.7 
million). 

As reported in earlier issues of this News Survey, the 
great problem of oil companies operating in the Middle 
East is the transport of oil from the inland oil fields to 
the Mediterranean. There now exists only three small 
pipelines, but three others (two of 30-inch diameter and 
one of 34-inch) are under construction; completion is 
expected at varying dates, from early 1951 to 1953. 

By 1953 the American companies expect crude oil 
production of 1.1 million barrels per day and the British 


129 


companies anticipate a daily output of 1.3 million barrels. 

Sources: Al Ahram, Cairo, Egypt, September 30, 1949; 
Great Britain and the East, September 1949, 
and The Economist, October 8, 1949, London, 
England. 


Egyptian Government Budget Reserve 

Government budgetary reserves in Egypt are now 
estimated at £E63 million (against ££76.5 million in 
February 1948), of which £E21 million has already been 
designated for definite purposes, such as loan guarantees 
to landowners and farmers, and subscriptions to the 
International Bank and International Monetary Fund. 
Part of the balance is to be used to finance the five-year 
plan, now in operation, to increase the national income, 
and to prevent unemployment. 


Source: Al Ahram, Cairo, Egypt, September 20, 1949. 
Turkisa Exports 


The export season for Turkish dry fruits began around 
September 20, but no sales have been made because of 
the reserved attitude of British buyers, and, therefore, 
prices are tending to fall. The Turkish Government 
would, no doubt, like to force exporters to reduce prices, 
and after that end had been achieved some action might 
be taken to compensate exporters for part of the losses 
arising from the devaluation of sterling and other cur- 
rencies. 

Source: The Times, London, England, September 28, 
1949, 


Banks in Turkey 


At the end of 1948, the capital and reserves of all banks 
operating in Turkey amounted to LT464 million (US$165 
million) of which 96 per cent was domestic and the re- 
mainder foreign. Total demand deposits were LT803 
million (US$287 million); time and savings deposits 
were LT193 million (US$69 million). The banks owed 
LT331 million to the Central Baiik:"' Their invéstnients 
were of relatively short maturity, and they were not in a 
position to extend medium- or long-term loans to industry 
and agriculture for development purposes. 

Source: Ulus, Ankara, Turkey, October 6, 1949. 


Iran’s Seven Year Plan 

The Iranian Government has engaged Overseas Con- 
sultants, Inc., to advise in carrying out its seven-year 
development plan. The estimated cost of the plan, which 
covers industry, public health, education, and agricul- 
ture, is $650 million. It will be financed entirely by the 
Iranian Government with funds coming mostly from 
Anglo-Iranian oil royalties. However, the Government 
may ask for loans from the International Bank or private 
investors for such projects as cement plants and utilities. 
Source: The Wall Street Journal, New York, N. Y., 

October 12, 1949, 
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Civil Aviation in Pakistan 
‘The Government of Pakistan has decided to establish 

a National Airways Corporation in which it will own 

51 per cent of the shares. The Corporation will take 

over the two existing private air lines, Pakistan Air and 

Orient Airways, which will terminate their operations 

as soon as possible and sell their equipment to the new 

Corporation. From now on no private air lines will be 

allowed to operate in the country. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., October 3, 
1949. 


Retirement of Thailand Treasury Bills 

Profits derived by the rice export monopoly of the Thai 
Government from the export of rice last year made pos- 
sible the retirement of 335 million baht worth of Treasury 
bills in addition to the withdrawal of 117.3 million baht 
of bank notes (1 baht = US$0.08). This year’s profits 
are expected to amount to about 500 million baht. If 
this trend continues, the Government expects to retire 
within five years all of the Treasury bills (1,300 million 
baht) now outstanding. 

Part of the bills serve as backing for bank notes in 
circulation, in accordance with modifications made during 
the war of the law covering the note issue. At present 
about 2,500 million baht of bank notes are in circulation, 
of which about 1,700 million are backed by gold and for- 
eign currencies. 

Thailand exported 750,000 tons of rice in 1948 instead 
of the estimated 600,000 tons. The original estimate for 
rice exports in 1949 was 800,000 tons, but officials now 
believe that the figure will be between 1.0 million and 
1.2 million. The larger figure is due partially to the 
expected improvement in rail transport facilities after 
the arrival,of-rolling stock from abroad. 

Source: Far Eastern Economic Review, Hong’ Kong; 
June 29, 1949. 


Indo-Chinese Piaster Devalued 

According to regulation No. 421 of the French Ex- 
change Control Office, published in the Journal Officiel 
of October 1, 1949, the exchange rate between the French 
franc and the Indo-Chinese piaster was maintained at 
17 to 1. The piaster thus follows the franc in its devalu- 
ation against the dollar. 
Source: Journal Officiel de la République Francaise, 

Paris, France, October 1, 1949. 


UNITED STATES AND CANADA 


Survey of Consumer Finances in U.S. 
Plans of U.S. consumers to buy automobiles and other 
durable goods have not changed substantially as a result 
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of the readjustment in business activity in the first half 
of 1949. This conclusion was reached following a special 
midyear survey of consumer finances of 1,850 spending 
units conducted in July for the Board of Governors of 
the Federal Reserve System by the Survey Research 
Center of the University of Michigan. 

Purchases of automobiles in the first half of 1949 
exceeded those in the corresponding period of 1948, while 
purchases of other selected durable goods were about 
equal in the two periods. Consumers indicated that in 
the year beginning July 1949 they expected to buy as 
many automobiles and other durables as in the preceding 
12-month period. Although 56 per cent of all spending 
units expected incomes to be larger in 1949 than in 1948, 
the proportion of consumers who felt their financial 
positions had'deteriorated during the year was larger 
than at the beginning of 1949. 

Source: Board of Governors of the Federal Reserve Sys- 
tem, Press Release, Washington, D. C., October 
14, 1949. 


Profits of U.S. Corporations 

Net incomes after taxes of U.S. corporations declined 
during the second quarter of 1949 to an estimated level 
of $2 billion. Profits were 16 per cent below those of the 
preceding quarter and 29 per cent below those for the 
corresponding quarter of 1948. The decrease in sales 
was greater than the decline in costs, expenses, and pro- 
visions for income taxes. Sales declined 5% per cent 
between the second quarter of 1948 and the second 
quarter of 1949, and the ratio of net income (before 
taxes) to sales dropped from 11 per cent to 84% per cent. 

Profits of corporations with assets under $1 million 
were about 35 per cent below those for the preceding 
quarter, while the decline for corporations with more 
than $5 million in assets was about 15 per cent. 
Source: Securities and Exchange Commission, Press Re- 


» dgase, Washington, D.-C., October 11, -1949, 


Canadian Trade 

The volume of Canadian exports (on the basis of 1938 
constant dollars) rose from $849 million in 1938 to 
$1,464 million in 1948, while the volume of imports 
rose from $678 million to $1,223 million. The prices 
of exported goods increased 112 per cent, and imported 
goods 116 per cent. Thus the volume increases of 73 
per cent for exports and 81 per cent for imports may be 
compared with the respective value increases of 267 per 
cent and 290 per cent. On a per capita basis, exports 
increased 50 per cent in volume and 217 per cent in 
value; imports, 55 per cent in volume and 236 per cent 
in value. 

Import prices in 1948 were 13 per cent above those 
in 1947, while the volume of imports dropped 9 per cent. 
The volume of wood product and paper imports was down 
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24 per cent; of fibers and textiles, 22 per cent; of non- 
ferrous metals and their products, 17 per cent. Non- 
metallic mineral imports, on the other hand, increased 
7 per cent in volume. The decline in the volume of most 
imports was due in large part to the emergency exchange 
conservation measures initiated in 1947. The prices of 
exported commodities in 1948 were 10 per cent above 
1947, while their volume was up 1 per cent. The volume 
of fiber and textile exports was down 21 per cent, and 
chemicals and fertilizers dropped 15 per cent. Exported 
commodities which constitute a more significant propor- 
tion of the total export volume, such as wood products, 
nonferrous metals, and nonmetallic minerals, increased 
in volume by 0.5, 11, and 13 per cent, respectively. The 
increase in the total export volume resulted from the 
increase in exports to the United States, which offset the 
decline in overseas exports. 
Source: Dominion Bureau of Statistics, International 
Trade Division, Review of Foreign Trade 1948, 
Ottawa, Canada. 


Canadian Expenditure and Income 


Canadian expenditure on consumers’ goods and serv- 
ices totaled $10.1 billion in 1948. Of this total, 28 per 
cent was for food; 13 per cent for clothing; 10 per cent 
for household operations and rent; and 9 per cent for 
tobacco and alcoholic beverages. The distribution was 
approximately the same as in 1947. 

Canadian national income in 1948 was $12.6 billion. 
In 1947, when total national income amounted to $10.9 
billion, approximately 30 per cent originated in manu- 
facturing; 13 per cent in agriculture; 10 per cent in retail 
trade; and 10 per cent in transportation, communications, 
and storage (including public utilities). Rather less than 
8 per cent originated in government, which was a marked 
decline from the 18 per cent of 1945. 

Source: ,Dominion. Bureau . of... Statistics, National Ac- 
counts, Income and Expenditures, 1941-1948, 
Ottawa, Canada. 


LATIN AMERICA 


(uba’s Henequen Industry 


On July 22, the Cuban Government decreed a subsidy 
of four cents per pound for all kinds of henequen prod- 
ucts exported. It is hoped that, with this subsidy, the 
industry will not have to reduce wages in order to meet 
the competition of countries with lower wage rates. 
Cuban henequen products are in competition with those 
of Haiti and Mexico, where wages are around US$0.80 
per 8 hours of work (4 gourdes in Haiti and from 5 to 
7 pesos in Yucatan, Mexico) ; in Cuba wages are around 
$2.50 for the same number of hours. 

Source: Cuba Econémica y Financiera, Havana, Cuba, 
August 1949, 


Costa Rican Exchange Position 


The unfavorable dollar exchange position of Costa 
Rica has continued, and the allocation of exchange for 
both letters of credit and sight drafts is still lagging. 
Moreover, outstanding commercial foreign obligations 
rose to about $14.0 million in September 1949, from a 
low of $6.2 million in September 1948. The highest 
level of such obligations was reached in December 1947, 
when they totaled $16,657,000. 

Costa Rican officials expect the situation to improve 
in the next 12 months. Larger dollar receipts from in- 
creasing exports of coffee, bananas, cacao, beans, corn, 
and, possibly, rice are expected; and growing self-suffici- 
ency in edible oils and other crops will lessen the out- 
flow of dollars. 

Both the free and the black market rates for dollars 
edged up to 8.10 colones to the dollar buying and 8.20 
selling on September 26, compared with 7.95 and 8,05, 
respectively, in August and 7.50 and 7.60 in July. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., October 17, 
1949. 
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Economic Developments in Mexico 


The Budget. So far this year, the Mexican Government 
has had a budget surplus which has: been used to retire 
the public debt held by the Bank of Mexico. A Presi- 
dential Decree of September 28 established certain rules 
for formulating the 1950 budget, and maintaining it: in 
balance. The Decree prescribes that estimated expendi- 
tures must not exceed those of the 1949 budget. Any 
expansion of expenditures in specific items will have to 
be at the expense of other items. Departments are also 
asked to make a monthly classification of their appropria- 
tions. 

Increase in Commercial, Bank. Reserne, .Requirements, 
On September 30 the Bank of Mexico increased commer- 
cial bank reserve requirements, which had been 50 per 
cent. Any increase in deposits above the September 30 
level is to be covered by 100 per cent reserves. Since 
there is at present no rediscounting with the Bank of 
Mexico, this amounts to the imposition of a portfolio 
ceiling. It has also been provided that no fines will be 
imposed on commercial banks if new deposits are used 
to grant credit of not less than one or more than five 
years’ maturity for agricultural development, or are in- 
vested in government bonds of more than two years’ 
maturity. 

National Savings Plan. The Government has submitted 
a National Savings Plan for congressional approval. 
Bonds are to be issued for specific development projects 
and funds appropriated for their service. The securities 
are to be issued gradually, in the light of current market 
conditions, the first issue amounting to 100 million pesos, 
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redeemable in ten years with interest at 7.17 per cent. 
An Investment Committee of five businessmen will super- 
vise the investments and manage the funds for the serv- 
icing of the bonds. The project submitted to Congress 
states that, “A survey made by experts shows that the 
volume of savings in Mexico is very low compared with 
needs, and it is even smaller relative to national income. 
It has been estimated that a sum of between 420 million 
pesos and 570 million is in the hands of the public at the 
present time without yielding benefits either to their 
owners or to the national economy. These savings will 
be used in the financing of public works projects and in 
the development of industry with the purpose of in- 
creasing the standard of living of our people and of 
fostering the country’s economic progress.” 

Authority to Negotiate New Loan. A draft law has 
been introduced in Congress to authorize the negotia- 
tion of a loan equivalent to 536 million pesos to be used 
to liquidate the credit balances held by the Bank of 
Mexico as a result of discount operations with national 
banking institutions, such as the Agricultural Credit 
and Ejidal Banks, the Bank of Foreign Trade, and the 
Bank of Cooperative Development. 

Sources: El Mercado de Valores, September 30 and Oc- 
tober 3, 1949, and El Nacional, October 8, 
1949, Mexico, D.F. 


End of U.S.-Colombia Trade Agreement 
The United States and Colombia, by mutual consent, 


have ended their 14-year-old trade agreement. This 
action leaves Colombia free to raise tariff rates on U.S. 
products, and the United States, likewise, can increase 
import duties on Colombian goods. However, because 
Colombia’s principal exports to the United States—coffee 
and petroleum—are covered by other agreements, only 
twelve minor products now entering the United States 
would be subject to tariff. (The U.S., however, now main- 
tains tariffs against only three of these.) Colombia, on 
the other hand, will be able to raise tariff rates on 153 
U.S. products. 

Source: The Washington Post, Washington, D. C., Oc- 

tober 18, 1949. 


OTHER COUNTRIES 


South African Interest Rates 


The South African Reserve Bank has raised its dis- 
count rate from 3 to 3% per cent. This is the first 
change since the rate was reduced from 34% per cent on 
June 2, 1941. The step is in line with the recent increases 
in the rates on Treasury bills and on call money deposited 
with the National Finance Corporation. 

Source: The Financial Times, London, England, October 
14, 1949, 
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South African Loans 


It has been announced that the South African loan to 
be raised in Switzerland (see this News Survey, Vol. II, 
p. 124) will be 30 million Swiss francs ($7 million). 
Most of the leading Swiss banks will participate. The 
rate at present discussed is slightly below 4 per cent, and 
the loan will be for two or three years. 


Source: The Economist, London, England, October 15, 
1949, 


South African Gold Miners’ Wages 


After negotiations which started long before devalua- 
tion of the South African pound, agreement has been 
reached between the South African gold producers and 
the European miners on an increase of.15. per cent in 
basic wage rates. Other improvements in working con- 
ditions were agreed to at the same time. 


Source: The Financial Times, London, England, October 
15, 1949. 


Jamaican Trade 


Jamaican exports in the first quarter of 1949 were 
£2.0 million, and imports were £3.3 million. In the first 
quarter of last year, exports totaled £1.4 million and im. 
ports £3.0 million. 


Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., October 10, 
1949. 


British Guiana’s Imports 

The Government of British Guiana has decided to re- 
mit the customs duty and bill of entry tax on the two 
staple foodstuffs imported from the dollar area, and to 
offset the effects of devaluation on the cost of other hard 
currency foodstuffs by some subsidization. 


Source: The Times, London, England, October 10, 1949. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 


INTERNATIONAL MONETARY FUND 
Camille Gutt, Chairman of the Executive Board 
and Managing Director 
1818 H Street N.W., Washington 25, D.C. 
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